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INSTITUTION RATING

INSTITUTION'S CRA RATING

Patriot Bank israted OUT STANDING.

TABLE OF PERFORMANCE TEST RATINGS

The following table indicates the performance leve of Patriot Bank with respect to the lending,
investment, and service tests.

PERFORMANCE TEST MATRIX

Performance Levels Lending Test* Investment Test Service Test
Outstanding X
High Satisfactory X X

Low Satisfactory

Needs to Improve

Substantial Noncompliance

*Note: The lending test is weighted more heavily than the investment and service tests in determining the overall rating.

SUMMARY OF MAJOR FACTORS SUPPORTING RATING

A subgtantid mgjority of the bank’sloans were made ingde its assessment aress,

The geographic digtribution of loans reflects excdlent penetration throughout the assessment arees,
The digtribution of borrowers, given the product lines offered by the bank, reflects good penetration
among retail cusomersof different incomelevelsand excellent penetration among business cusomers of
different Szes

The bank exhibits a good record of serving the credit needs of the most economicaly disadvantaged
areas of its assessment areas, low-income individuals, and very small businesses, congstent with safe
and sound banking practices;

The bank has made an adequate level of community development loans;

The bank has asgnificant leve of quaified community development investments and grants, and
The bank provides a sgnificant level of community development services.
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INSTITUTION

DESCRIPTION OF INSTITUTION

Patriot Bank (Patriot), headquartered in Pottstown, Montgomery County, Pennsylvania, is state chartered
as a full-service commercia bank. Through 17 branch locations in southeastern Pennsylvania, the bank
offersavariety of consumer and commercid banking services. The bank isasubsidiary of Petriot Bancorp,
a$1 billion bank holding company aso headquartered in Pottstown.

Thefollowing table details the locations of the bank’ s branches.

Metropolitan Area County Number of

Branches
PhiladelphiaM SA Montgomery County 2
Philadelphia MSA Chester County 1
Reading MSA Berks County 6
Allentown- Bethlehem- Easton MSA Lehigh County 4
Allentown-Bethlehem-Easton MSA Northampton County 4
Total Branches 17

As of June 30, 2003, Patriot reported total assetsof $1 billion, of which $600 million, or 60%, wereloans
and leases. On adollar volume basis, loans secured by residentia property is the most materia product
offered by the bank. The second most significant product is commercia loans, which include commercia

mortgages and commercia and indudtrid loans.

LOANS as of 06/30/2003 %
$000
Real Estate Secured
Construction & Land Development 57,528 10%
Secured by Residential Property (Open-End) 36,087 6%
Secured by Residential Property (Closed-End) 217,498 36%
Multi-Family Property 21,206 4%
Commercial Mortgages 138,230 23%
Commercial and Industrial 43,748 7%
Consumer Loans 7,740 1%
Other Loans 477 Negligible
Lease Financing 77,418 13%
GROSS LOANS $599,932 100%

Source: Consolidated Report of Income for the period ending June 30, 2003 (pages 11 and 12)




PATRIOT BANK CRA PuBLICc EVALUATION
PoTTSsTOWN, PENNSYLVANIA AucusT 18, 2003

DESCRIPTION OF ASSESSMENT AREA

For purposes of CRA, Patriot has designated three assessment areas in Pennsylvania:

1. TheReading assessment areaconssts of al of Berks County, which encompasses the entire Reading
MSA.

2. ThelLehigh Vdley assessment areaconsgs of dl of Lehigh and Northampton counties located in the
Allentown-Bethlehem:- Easton MSA.

3. The ChesMont assessment area condsts of dl of Montgomery and Chester counties located in the
Philadelphia M SA.

The bank’s assessment areas were determined to comply with the requirements of the Community
Reinvestment Act and do not arbitrarily excludelow- and moderate-income geographies. The bank's asset
gzeandfinancid condition indicatethat it hasthe ability to effectively meet the credit needs of its assessment
aress. There are no legd or other impediments that would hamper the bank's ability to meet community
credit needs.

SCOPE OF EXAMINATION

The examination of Patriot’'s CRA performance was evauated for the period from November 7, 2000
through August 18, 2003. The lending, investment, and service tests were gpplied in assessing the bank’s
performance under CRA, pursuant to the Interagency Procedures and Guidelines for Large Retall
Indtitutions.  Under the lending test, loan products evauated included home-purchase and home-
improverment loans and refinancing of such loans (collectivey titted HMDA loans), sndl business|oans, and
other loans that qualified as community development.

Patriot’s HMDA-rdated loans and small business |oans were compared to the aggregate of al lenders
in the bank’ s assessment areas reporting HMDA-related |oans pursuant to HMDA, and smdl business
loans pursuant to CRA. Thisdatais reported annualy, and the most recent year for which information
was availableis 2001.

For purposes of evaluating the geographic distribution of |oans, geographieswere classified on the basis of
1990 U.S. Census datafor loans originated in the years 2001 and 2002. Loans originated in 2003 were
classfied onthebasisof 2000 U.S. Censusdata. Thedigtribution of loansto borrowers of differentincome
levelswas based upon annualy adjusted median family income datamede available by the U.S. Department
of Housing and Urban Development (HUD). The most recent year for which family income data was
availableis 2003,
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Written documentation of interviews conducted with community representatives, prepared by the Federd
Reserve and other regulatory agencies, were reviewed during the course of the evauation.




PATRIOT BANK CRA PuBLICc EVALUATION
PoTTSsTOWN, PENNSYLVANIA AucusT 18, 2003

CONCLUSIONSWITH RESPECT TO PERFORMANCE TESTS

LENDING TEST
Performance under the lending test is assessed as outstanding.

L ending Activity

Bank lending levelsreflect good responsivenessto assessment areacredit needs. Asof June 30, 2003, net
loans represented 60% of totd assets, unchanged from the previous CRA examination. Thebank’ snationd
peer group average was 65%. Thefollowi ng tebleisasummary of Patriot’ slending activity for the period
reviewed.

EXHIBIT 1
Summary of Lending Activity

Loan Type # % $ (‘000s) %
HMDA home purchase 1,913 41 215,798 52
HMDA refinancings 1,624 35 133,845 32
HMDA home improvement 636 14 14,060 3
HMDA multifamily 10 * 2,746 1
Total HMDA-related 4,183 90 366,449 88
Total small business 461 10 47,729 12
Total Loans 4,644 100 414,178 100

Assessment Area Concentration

An analysis was performed to determine the volume of |oans extended ingde and outsde of the bank’s
asessment areas. The andysis consisted of an evauation of the bank’s HMDA-related loans and smdll
busnessloans. Asthefollowing tableillugtrates, asubstantia mgority of the bank’ sloanswere madewithin
the assessment aress.

' Patriot’s peer group includes all insured commercial banks having assets between $500 million and $1 billion.




PATRIOT BANK CRA PuBLICc EVALUATION

POTTSTOWN, PENNSYLVANIA Augusr 18, 2003
EXHIBIT 2
Lending Inside and Outside the Assessment Areas
Inside Outside
# % $ (000s) % # % $ (000s) %
HMDA home purchase 987 - 105,265 - 224 - 25,256
HMDA refinancings 1,276 - 142,382 - 123 - 12,980
HMDA home improvement 214 - 6,072 - 23 -- 833
HMDA multifamily 57 - 9,558 - 5 - 1,021
Total HMDA -related 2,534 87 263,277 87 375 13 40,090 13
Total small business 580 88 65,040 83 82 12 13,382 17
Total Loans 3,114 87 328,317 86 457 13 53,472 14

Patriot’s loan+to-deposit ratio measured 97% as of June 30, 2003, compared to a 101% ratio at the
previous evauation The bank’s peer group average was 82% as of June 30, 2003.

Commercial L oans

Anandyssof thedigribution of loansto businesses determined that lending to small businessesiscongstent
with theingtitution’ s asset size, lending capacity, and business objectives and reflects excellent penetration
among businesses of different 9zes. For the purpose of thisevauation, asmall busnessloanisdefined asa
commercid loanwith an originationamount of $1 million or less. Small businessloansarefurther quantified
to identify those loans to businesses with gross annua revenues of $1 million or less.

Schedule RC-C Part 11 (Loans to Smdl Businessesand Smdl Farms) of the bank's Consolidated Reports
of Condition and Income as of June 30, 2003, indicates that 95% of commercial loanswere designated as
gmadl business|oans, as detailed in the following chart.

PATRIOT BANK
COMMERCIAL LOAN PORTFOLIO

AMOUNT OUTSTANDING

AS OF 6/30/2003 ($000) PERCENT
Loans with original amounts of $100,000 or less $31,845 18%
Loans with original amounts of more than
$100,000 through $250,000 $57,981 32%
Loans with original amounts of more than
$250,000 through $1,000,000 $82,723 45%
TOTAL SMALL BUSINESS LOANS $172,549 95%
Loans with original amounts of greater than
$1,000,000 $9,429 5%
Total Commercial Loans $181,978 100%
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Geographic Digribution of L ending and Borrower Char acteristics

The geographic didtribution of loans reflects excdlent penetration throughout the assessment areas. The
overdl didribution of loans among borrowers of different income levels, especidly low- and moderate-
income families, shows good penetration given the economics and demographics of the assessment aress.
The geographic didribution of smal business loans reflects excdlent penetration. Additiondly, the
digtribution of loans among businesses of different Szes Ao reflects excelent penetration.

The bank’s use of innovative and flexible lending practices enhanced both its HMDA and smdl business
lending profiles. Inaddition, the bank has made an adequate level of community development loansin eech
of itsthree assessment areas. During the period between evduations, Patriot originated 27 loanstotading
$3.1 million. These loans were primarily for the purchase, refinance, or improvement of multi-family
dwellings located in low- and moderate-income geographiesin the bank’ s assessment aress.

INVESTMENT TEST
Performance under the investment test is assessed as high satisfactory.

Patriot has a 9gnificant level of qudified community development investments and grants. Investments,
totaling $3.1 million, mainly support affordable housing and community development servicesinthebank’s
three assessment areas. |n context of the bank’ sasset size and overdl operating capacity, the present dollar
volume of invesmentsissignificant. Of the bank’ stota investments, 18% were dtributed to the Reading
assessment area, 38% to the Lehigh Valley assessment area, and 44% to the ChesM ont assessment area.

SERVICE TEST
Patriot’ s performance under the service test is rated high satisfactory.

Branch ddlivery systems, aswell asdternative ddivery systems such as ATMs, and telephone and on-line
banking, are reasonably accessible to essentialy dl portions of the bank’ s assessment areas. The bank’s
record of opening and closing branches has not impacted the accessibility of itsddivery sysemsinlow- ad
moderate-income geographiesand to low- or moderate-incomeindividuas. Banking servicesdonotvary in
away tha inconveniences certain portions of Patriot’ sassessment areas, particularly low- and moderate-
income geographies or low- or moderate-income individuds.

Patriot providesardatively highlevel of community development services, including deposit accountsthat
provide greater accessto banking servicesfor low- and moderate-incomeindividudsand smdl busnesses.

In addition, bank officers and employees serve in various capacities on boards and committees of
nuMerous community development organizations.
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COMPLIANCE WITH FAIR LENDING LAWS

No credit practices were identified that violated the substantive provisions of the anti-discrimination laws
and regulations, including the Equal Credit Opportunity Act (Regulation B), the Fair Housing Act, and the
Home Mortgage Disclosure Act (Regulation C), and dl relevant agency regulations pertaining to
nondiscriminatory trestment of credit gpplicants.
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FULL REVIEW ASSESSMENT AREA CONCLUSIONS

READING ASSESSMENT AREA

DESCRIPTION OF INSTITUTION'SOPERATIONS

The bank’ s Reading assessment area comprises 76 geographiesin Berks County, encompassing the entire
Reading MSA. Of the totdl 76 geographies in the assessment ares, five are designated as low-income.
Four of thefivelow-income geographiesarelocated in the city of Reading. Thefifth low-incomegeogrgphy
islocated inamorerura areaof Berks County and containslittle population. Overdl, 4% of the assessment
area s population resides within low-income geographies.

The Reading assessment aread so contains 15 moderate-income geographies. All 15 of these geographies
are located in the city of Reading and 12% of the assessment ared's population resides within these

geographies.

Patriot’s performance in the Reading assessment area was evauated in terms of the demographic and
business context in which the bank operates. According to the Federal Deposit Insurance Corporation’s
(FDIC) Summary of Deposits as of June 30, 2002°, therewere 19 depository indtitutions operating in the
Reading M SA. These19indtitutionsmaintained atota of 130 branchesholding $5.3 billionin deposits. As
of June 30, 2002, Patriot operated three of these branches with $130 million in deposits, or 25% of the
bank’stotal deposits. The bank ranked ninth in the Reading MSA, controlling 2.4% of the retail deposit
market share.

Patriot’s HMDA-related home mortgage loans were compared to the aggregate of dl lenders in the
Reading M SA reporting redl estateloans pursuant to HMDA. Thisdataisreported annudly, and the most
recent year for which information is available is 2001, when there were atota of 328 HMDA reporters.
According to 2001 data, Patriot is the 15™ largest HMDA loan originator in the Reading M SA with 2.2%
of dl such loan originations and purchases. Chase Manhattan Mortgage ranked first with 6.5% of the
market and Sovereign Bank ranked second with 6.4%. Among smal business lenders operating in the
Reading MSA, Patriot ranks 18" with 1% of the market. GE Capita Financid, Inc., and MBNA America
(Delaware), N.A. ranked 1% and 2™ with 14% and 13% of the market, respectively. Therewereatotal of
72 small business reporters in the Reading MSA in 2001.

2

June 30, 2002 is the most recent date for which FDIC deposit datais available.
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ECONOMIC CHARACTERISTICS

The economy in the Reading area continuesto contract, led by declinesin manufacturing employment. The
manufacturing industry in the Reading MSA is highly concentrated in the computer and eectronics, Sed,
transportation, and food industries. The area dso maintains a heavy concentration in durable goods
manufacturing. Employment stability in the hedth careindustry, and to lesser extent the retall industry, has
offset some of the decline in manufacturing.

Major employersin the Reading areaiinclude East Penn Manufacturing Company, The Reading Hospital

and Medica Center, Carpenter Technology Corporation, Boscov's Department Stores, and Wachovia
Bank. In addition, government-related jolbs comprise anotabl e portion of employment in Reading, whichis
the largest city in Berks County and the county seat. Peatriot’s mgor banking competitorsin the Reading
MSA include Wachovia Bank, Sovereign Bank, National Penn Bank, and Fulton Bank.

The areal sunemployment rateisill abovethe state average, dthough ratesin Berks County have dropped
whilethosein Pennsylvaniaasawhole have remained sagnant. The unemployment ratesfor Berks County
and the Sate are presented in the following table:

July 2003 July 2002
Berks County 6.2% 6.6%
Pennsylvania 5.7% 5.7%

In October 2000, the Consumer and Community Affairs Department of the Federa Reserve Bank of
Philadelphia published a report titled “A Community Profile for Lenders. Reading MSA”. The report
provides information and ingghts into the perceived credit needs and opportunitiesin the Reading MSA.
Information in the report was obtained from interviews and contacts with bankers, community organizations,
and loca government officids.

The report dso includes pertinent demographic and economic data regarding the city of Reading and the
MSA. Thereport indicatesthat area banks are well integrated within the community and have responded
well to percaived credit needs. In the report, community leaders indicated that the credit needs in their
community include: (1) firg-time homebuyer programs, including down payment and closing cost assstance
for low- and moderate-income homebuyers, and (2) flexible smdl businessloan programs.

HOUSING

The Reading assessment area contains 134,482 housing units. Single family units comprise 51% of the
housing units, while two-to-four family units comprise 35%, multi-family units10%, and mobile homes 4%.
The median age of the housing stock is 34 years, which isthe same as the median age for housing stock in
the state. Median rent in the assessment areais $411, with 33% of renters paying more than 30% of their

10
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income for housing. Median rent state-wide is $404, with 37% of renters paying more than 30% of their
income for housing.

11
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Theoverdl homeownership ratein the assessment areais 70%, compared to 64% state-wide. Themedian
housing vauein the assessment arealis $82,125. Thereisadisparity between the median housing vauein
the upper-income ($103,537) and middle-income geographies ($84,274), and that in moderate-income
($33,076) and low-income geographies ($45,808). Of the totd owner-occupied housing units in the
Reading MSA, 68% are vaued at lessthan $100,000, while state-wide, 72% of housing unitsarevaued at
less than $100,000.

The percentage of owner-occupied housing units contained within designated geographies is used as a
proxy to esimate demand for resdentid mortgage lending within such geographies. In the Reading
assessment area, the percentage of owner-occupied unitswithinthelow- and moderate-incomegeogrgohies
islow when compared to middle- and upper-income geographies. Lessthan 2% of owner-occupied units
are |located in the low-income geographies and just 9% are located in the moderate-income geographies.
The large mgjority of owner-occupied housing units (72%) are located in middle-income geographies and
17% are located in upper-income geographies.

BORROWER INCOME DATA

For purposes of evauating the distribution of loansto borrowers of different income levels, incomeswere
classified based upon annualy adjusted median family income datamade availablefrom HUD. According to
1990 Census Bureau statigtics, the median family income for the Reading assessment area was $38,165,
which was dightly above the median income level for the sate at $34,856. From an income distribution
gtandpoint, 36% of the families in the assessment area are designated as low- or moderate-income.
Approximately 75% of these low- and moderate-income families resde in the assessment areel smiddle-
and upper-income geographies. In 2003, the adjusted median family income for the Reading MSA, as
reported by HUD, increased to $61,200.

GEOGRAPHIC BUSINESSDATA

The percentage of businesses|ocated within designated geographiesis used asaproxy to estimate demand
for small business credit within such geogrephies. In the Reading assessment area, the percentage of
busi nesses|ocated inlow- and moderate-income geographiesiswell below the percentage of businessesin
middle- and upper-income geographies. Just 12% of the assessment ared s businesses are located in the
low- and moderate-income geographies. The substantial mgjority of businesses (88%) are located in
middie- and upper-income geographies.

12
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The demographics used to assess the performance context in which Patriot operates are detailed in the
following teble:

EXHIBIT 3
Patriot Bank
Assessment Area Demographics
Reading Assessment Area

Tract Families by Families < Povgrty Level Families by
Distribution Tract Income as % of Families by Family Income
Tract
# % # % # % # %
Low-income 5 7 3,008 3 1,178 39 15,051 16
Moderate-income 15 20 9,595 11 1,484 15 17,586 19
Middle-income 48 63 64,505 70 1,909 3 25,230 28
Upper-income 8 10 14,938 16 235 2 34,179 37
Total Assessment Area 76 100% 92,046 100% 4,806 5 92,046 100%
Housing HOUSING TYPES BY TRACT
Units by Owner-occupied Rental Vacant
Tract # % % # % # %
Low-income 4,916 1,442 2 29 3,016 61 458 9
Moderate-income 18,063 8,532 9 47 7,737 43 1,794 10
Middle-income 91,257 68,155 72 75 19,276 21 3,826 4
Upper-income 20,246 16,207 17 80 3,284 16 755 4
Total Assessment Area 134,482 94,336 100% 70 33,313 25 6,833 5
Total Businesses by - — - IItausinesses by Tract & Revenue Size - —
ess Than or Equal to . evenue No
Tract $1 Millior? Over $1 Million Reported
# % # % # % # %
Low-income 424 3 336 3 62 4 26 3
Moderate-income 1,413 9 1,203 9 123 9 87 10
Middle-income 10,646 71 9,046 71 949 69 651 73
Upper-income 2,491 17 2,119 17 246 18 126 14
Total Assessment Area 14,974 100% 12,704 100% 1,380 100% 890 100%
Percentage of Total Businesses: 85 9 6

CONCLUSIONSWITH RESPECT TO PERFORMANCE TESTS

Lending Test

The lending test evauates an indtitution’ s lending activities based on the following characteridtics.

Geographic didribution of loans, particulaly loans originated in low- and moderate-income
geographies;

Borrowers profile, irrespective of geography, particularly distribution of loansto low- and moderate-
income borrowers and small businesses;

Overdl responsvenessto credit needs of highly economically disadvantaged geographies, low-income
persons, and very small businesses, and

Community development lending activities.

Performance under the lending test is outstanding in the Reading assessment area.

13
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Geographic Distribution of Loans

An analyss of the geographic distribution of loans in the Reading assessment area was conducted in an
effort to determine the disperson of loans among different geographies within the assessment area. The
andysisreflected excellent penetration throughout the assessment ares, including low- and moderate-inoome

geographi%;3
Home Mortgage Lending

The percentage of owner-occupied housing units contained within designated geographies is used as a
proxy to estimate demand for resdentia mortgage lending within such geographies. A lower leve of
owner-occupied units limits the bank’s lending opportunities in these geographies. In the Reading
asessment area, the large mgority of owner-occupied housing units (89%) are located in middle- and
upper-income geographies. Just 11% of dl owner-occupied unitsarelocated in the assessment areal slow-
and moderate-income geographies.

A review of Patriot’s lending activity reflects excellent penetration throughout the assessment area
Seventeen percent of the bank’s home mortgage |oans were originated in low- and moderate-income
geographies. Bank lending levels are consdered excdlent, given the limited amount of available owner-
occupied housing in the low- and moderate-income geographies. Also sgnificant isthat just 15% of the
assessment area population resides in these low- and moderate-income geographies.

Geographic Distribution in Relation to Market Performance

Examiners compared Peatriot’ s home mortgage lending to dl lenders operating in the Reading assessment
area. According to 2001 aggregated HM DA data, atotal of 18,366 home mortgage loanswere originated
by dl lenders operating in the assessment area. A closer andysis of this data shows that while 11% of all
owner-occupied housing units are located in low- and moderate-income geographies, 6% of al home
mortgage loans made in the assessment area were made in low- and moderate-income geographies. By
comparison, 17% of Patriot's home mortgage loans were originated in low- and moderate-income
geographies, indicating that the bank performed significantly better than the market in these geographies.

® Theinformation used to eval uate the geographic distribution of the bank’sHMDA lending is detailed in Core Tables 2
through 5in Appendix B. The Core Tables show HMDA -related | oans originated by the bank in 2001 and 2002, using
demographic data based on 1990 U.S. Census data. During this examination, the geographic distribution of loans
originated in thefirst two quarters of 2003 was a so reviewed, using demographic data based on the 2000 U.S. Census.
Patriot’ s lending performance in 2003 was consistent with its performance in 2001 and 2002 in the Reading assessment
area

14
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Smdl Busness Lending

An andysis of the geographic digtribution of small business |oans was conducted in an effort to determine
the digpersion of theseloans among different geographies within the bank's assessment area. Theandysis
reflected excelent penetration throughout the assessment area, including low- and moderate-income

geographi es

During the period evauated, Peatriot originated 223 smdl businessloansin its Reading assessment areg, in
an aggregate amount of $19.9 million. A comparison of the number of smal business loans originated in
each type of geography to the number of businesses located in each type of geography demondrates the
bank’ scommitment to making credit avalabletoitsentire community. Businessdemographicsreveded that
there were atotal of 14,974 businesses within the assessment area.

Patriot’ s extension of credit to these businesses showsthat |ow-income geographiesrecaived 1% of small
business loans, while 3% of smdl busnesses are located in these geographies. Moderate-income
geographies received 9% of smal busness loans, while 9% of small busnesses are located in these
geographies.  Middle-income geographies received 63% of smal business loans, while 71% of small

businesses are located in these geographies. Upper-income geographies received 27% of smdl business
loans for their 17% share of small businesses.

Geographic Distribution in Relation to Market Performance

Petriot’ ssmdl businesslending was compared to dl lenders operating in the assessment area. According to
2001 aggregated CRA data, atota of 6,695 smal businessloanswere collectively originated by dl lenders
operating in the assessment area. A closer andysis of this data shows that while 3% of al busnesses are
located in low-income geographies, 2% of all small businessloans madein the assessment areawere made
in lon-income geographies. Further, 9% of al smal businesses are located in moderate-income
geographiesand 8% of al small bus nessloans madein the assessment areawere made in moderate-inoome
geographies. Overdl, Patriot performed about the same as the market in low- and moderate-income

geographies.
Distribution of L oans by Borrower Income Level and Revenue Size of the Business
Anandyssof HMDA and smdl business lending data was conducted in conjunction with areview of the

demographic and economic characteristics of the assessment area to ascertain the extent of lending to
borrowers of different income levels and to businesses of different sizes.

) Theinformation used to evaluate the bank’ s small business lending is detailed in Core Table 6 in Appendix B.

15
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Lending to Borrowers of Different Income Levels

Petriot’ s digtribution of loans reflects good penetration among retail customers of different incomel evels’
An andysis of the digtribution of home mortgage loans to both low- and moderate-income borrowers, in
comparison to the demographics of the assessment area, showsthat of the 92,046 familiesin the assessment
area, 35% are designated as low- or moderate-income. During theeva uation period, 22% of the bank’ s
HMDA loans wereto low- or moderate-income borrowers.

An andysis of the digtribution of home mortgage loans to low-income families in comparison to the
demographics of the assessment areashowsthat lending levelsdo not correspond to the percentage of low-
income familiesthat reside in the assessment area. Of the 92,046 families in the assessment area, 15,051
(16%0) are designated aslow-income. During the period evauated, 7% of the bank’ SHMDA loanswereto
low-income families.

The bank’sleve of penetration is considered good given the demographics of the assessment area. Of the
totd families desgnated as low-income, 32% are living below the poverty level and are unlikey to qudify
for ahomemortgageloan. Ingenerd, the credit needs of thelow-income segment of the population can be
difficult to address through conventiond |oan products, presenting asgnificant obstacle to home ownership.

Obstacles to home ownership aso exist for moderate-income families, however, Patriot’ s distribution of
loans to moderate-income borrowers, in comparison to the demographics of the assessment areg, isalso

consdered good. Of the 92,046 familiesin the assessment area, 19% aredesignated as moderate-income
During the period evduaed, 15% of HM DA |oans were to moderate-income families,

In an effort to more effectively address the credit needs of low- and moderate-income borrowersin its
assessment aress, Patriot participatesin anumber of innovative and flexiblelending programsthet enhance
its home mortgage lending profile. Mogt notably:

Petriot participates in the Federal Home Loan Bank of Fittsburgh’ s(FHL B) Home Buyers Equity
Fund (HBEF). The HBEF provides down payment and closng cost assstance to low- and
moderate-income homebuyers. For every $1 of funding provided by the participant, the FHL B will
provide $3 in matching grant assistance up to $5,000. To bedigiblefor funding, participants must
complete mandatory pre-homeownership counsding. During the evduation period, Patriot
originated twelve mortgages to low- and moderate-income borrowers under this program, using
$46,005 in HBEF funds.

® Theinformation used to evaluate the bank’ s lending to borrowers of different income levelsis detaledinCoreTables8
through 10 in Appendix B.
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Petriot offersaCommunity Development Mortgage (CDM). Developed interndly, the purpose of
theloan product isto provide borrowers with the ability to purchase ahome with little or no down
payment. In addition, the product offers flexible underwriting standards, lower fees, and down
payment assstance. Althoughthe CDM isnot restricted to low- and moderate-income borrowers,
59% of dl loansoriginated under the program have been to low- and moderate-income borrowers,
showing that the CDM product provides greater accessto bank credit tothese borrowers. During
the eva uation period, Patriot originated 27 mortgages under this program, aggregating $2.6 million.

Patriot offers Fannie Mae Fexible 100 and Fexible 97 mortgages for single-family, owner-
occupied principa resdences. The primary benefit of this product s the low down payment
(Hexible 97) or no down payment (Flexible 100) feasture. Although these products are not
restricted to low- or moderate-income borrowers, they serve primarily low- and moderate-income
homebuyers. Theseloansare processed through Fannie M ae Desktop Underwriter (DU). DU has
expanded underwriting flexibility, enabling the bank to originate loans to borrowers who were
origindly outddeitstraditional underwriting criteria. During theeva uation period, Petriot origineted
16 mortgages under the programs, aggregating $1.7 million.

Patriot has dso partnered with Our City of Reading, Inc., ahome buyer assstance program in Reading.
The bank originated one mortgage, aggregeting $49,000 with down payment and closing cost assistance.

Borrower Distribution in Relation to Market Performance

Petriot’ shome mortgage lending was compared to dl lenders operating in the assessment area. Anandysis
of aggregate HMDA datashowsthat while 16% of dl familiesin the assessment areaare consdered |ow-
income, 9% of al home mortgage loans madein the assessment areawere made to |ow-income borrowers.

By comparison, 7% of Patriot’s home mortgage |oans were originated to low-income borrowers. In
addition, while 19% of families are consdered moderate-income, 21% of al homemortgageloansmadein
the assessment area were made to moderate-income borrowers. By comparison, 15% of Patriot’ shome
mortgage loans were originated to moderate-income borrowers. Overal, Patriot performed below the
market with low- and moderate-income borrowers.

Lending to Busnesses of Different Sizes

Anandyssof smdl businesslending datawas conducted to ascertain the extent of lending to businesses of
different Szes, egpecidly small businesses’ Patriot's distribution of loans reflects excellent penetration
among business customers of different sizes.

° Theinformation used to evaluate lending performance is detailed in Core Table 11 in Appendix B.
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The analysis shows that, of the 223 loans originated by the bank, 187, or 84%, were originated to
businesses with gross annud revenues of $1 million or less. In comparison, areview of dl lendersin the
market showsthat just 42% of al smal businessloans madein the assessment areawereto businesseswith
gross annud revenues of $1 million or less.

Of the 223 samdl businessloans originated by the bank during the eva uation period, 75% were extendedin
an amount of $100,000 or less. The number of smal business |loans originated in anounts of $100,000 or
lessissgnificant because smdler Szeloansare generdly commensurate with the borrowing needs of sreler
businesses and, as such, Patriot’ slending activity demongtrates that the bank is meeting the credit needs of
gmaller busnesses.

Patriot participates as a U.S. Smal Business Adminigtration (SBA) lender. The bank received SBA's
Preferred Lender statusin June 2003 and quaified for the SBAEXpr ess lending program devel oped by the
SBA toincreasethe number of smdl loans approved by theagency. SBAEXpress leverages private sector
resources by transferring additiona authority and autonomy to selected SBA lenders and streamlines the
processing and costs of amdler, less complex SBA loans. During the period eva uated, Patriot originated
39 SBA loanstotding $8 million.

In addition, the bank operates Petriot Commercia Leasing Company, acommerdd leesngsubsdiary. The
leasing company provides lease financing to small businesses for business equipment, office furniture, and
computer systems. Leasing provides afinancing aternative for smal businessesin the bank’ s assessment
areas. As of June 30, 2003, lease financings aggregeated $75.6 million.

Community Development Lending

The bank made an adequatelevd of community devel opment loansin the Reading assessment area. During
the period evduated, Patriot originated six community development loans, totaling $384,000 for the
purchase, refinance, or improvement of multi-family dwdlings located in low- and moderate-income
geographies.  These multi-family dwellings provide affordable rental housing dternatives to low- and
moderate-income families and individuas while hel ping to stabilize the neighborhoods in which they were
made.

Investment Test

The invesment test evauates a financid inditution’'s level of qudified investments that serve low- or
moderate-income geographies or individuas, together with the innovativeness and complexity of such
invetments. Quaified investments made prior to the previous eva uation, which are dill outstanding, are
conddered under thetest. For purposesof CRA, theterm qualified investment has beendefined toincdude:
alawful investment; deposit; membership share; or grant; including a donation, or in-kind contribution of
property, that has, asits primary purpose, community devel opment.
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Performance under the investment test is assessed as adequate in the Reading assessment area.
Volume of Investment and Grant Activity

A review of invesment activity revedled that Pairiot has an adequete level of qudified community
development investments and grants in the Reading assessment area. Overdl, community development
investments aggregated approximately $566,000. Of theseinvestments, 92% supported affordable housing
and 8% supported community devel opment services.

The qudified investments supporting affordable housing initiatives included a $500,000 investment in a
Pennsylvania Housing Finance Agency (PHFA) Single Family Mortgage Revenue Bond. The bond was
issued in a statewide program to support affordable housing for low- and moderate-income familiesin
Pennsylvania.  This invesment benefits dl three of the bank’s assessment areas.  The portion of the
investment benefiting the Reading assessment area totaled $167,000.

In addition, Patriot holds two investments, recognized in previous evauaions, which remain outstanding.
The investments, totaling $620,000, support affordable housing in the bank’s Reading and ChesMont
asessment areas. The portion of theinvestment benefiting the Reading assessment areatota ed $353,000.
The investments include two targeted mortgage-backed securities containing FNMA residentid mortgage
loans originated to low- and moderate-income borrowers in the bank’ s assessment aress.

In addition to quaified investments, the bank made grants and contributions to various loca organizations
that routingly provide community and economic development services that benefit low- and moderate-
incomeindividuasand geographieswithin the assessment area. During the period evauated, the bank made
approximately $46,000 in qualified grants and contributions.

In context of the bank’s asset Sze and overall operating capacity, the present quantity (dollar volume) of
investments is deemed adequate. Of Patriot’s totd qudified investments, 18% were attributed to the
Reading assessment area.

Responsivenessto Credit and Community Development Needs

Petriot has demonstrated an adequate responsiveness to credit and community development needsin the
Reading assessment area through the use of investments to support community development initiatives.
Qudified investments support affordable housing in an area with a large number of low- and moderate-
income families and dderly. (In the Reading assessment area, 16% of the population is age 65 or older).
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Service Test

The sarvice test evauates the financid services provided by a finendd inditution usng the following
characteridtics:

The accesshility of ddivery mechanisms within an assessment areg, including the didribution of an
inditution’s branch offices and dternative ddivery mechanisms,

Theimpact of changesin branch locations upon low- and moderate-income geographies and/or |ow-
and moderate-income persons in the assessment area,

The reasonableness of business hours and services in meeting assessment area needs, and
The extent to which an inditution provides community development services.
Performance under the service test is assessed as high %tisfactory.7
Accessibility of Delivery Systems
Thebank’ sdelivery systemsarereasonably accessbleto essentidly al portionsof itsassessment area. The
bank currently operates six branchesin the Reading MSA. Three branches arelocated in middlie-income

geographies and three are in upper-income geographies. The following table details the locations of the
bank’ s branches.

Geography Number of Branches Percent Number of ATMs Percent
Low-income 0 0 0 0
Moderate-income 0 0 0 0
Middle-income 3 50 4 50
Upper-income 3 50 4 50
TOTALS 6 100% 8 100%

In addition, the bank operates eight automated teller machines (ATM) through its 24- hour banking network
linked with the Money Access Card (MAC) system that provides dectronic access to banking services
through anetwork of ATMs. Five of thebank’s ATMsare maintained at current branch locations. Three
additiond ATMs are a remote locations in Berks County (one in amiddle-income geography andtwoin

upper-income geographies).

" Information used to evaluate bank performance under the service test is detailed in Core Table 14 in Appendix B.
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Alternative Retail Banking Services and Alternative M ethods of Delivering Retail Banking
Services

To supplement traditiona banking services, Patriot provides “ Online Banking” at Patriotbank.com and’

Connect24” telephone banking service to its customers. “Online Banking” alows customers to check
account balances, make transfers between accounts, pay bills, place stop payments, and apply for certain
loan products. The “Connect 24" tel ephone banking service alows customersto check account balances
and make transfers between accounts.

Changesin Branch Locations
During the evauation period, the bank opened three new branchesin its Reading assessment areax

2228 State Hill Road, Wyomissing, PA (upper-income geography).
4930 5™ Street Highway, Muhlenberg Township, PA (middle-income geography)
155 Shillington Road, Sinking Spring, PA (upper-income geography).

Additiondly, Patriot closed its branch at 1149 Berkshire Boulevard, Wyomissng, PA. The branch was
located in an upper-income geography.

Reasonableness of Business Hours and Servicesin Meeting Assessment Area Needs

Services, including business hours, do not vary among branch officesin away that inconveniences certain
portions of the assessment area, particularly low- and moderate-income geographies or individuas.
Banking sarvices are offered in a uniform and consistent manner among al branches.

Community Development Services

Petriot providesahigh level of community development servicesthat aretail ored to the needs of thebank’s
assessment aress, particularly low- and moderate-income geographiesand individuas. Mot notably, these
include the following:

A bank officer serves on the Board of Directors and provides technica ass stance to Boyertown
Area Cregtive Housng (BACH). BACH provides trangtiond housing and support for low- and
moderate-income familiesin the Boyertown area.

A bank officer serves on the board of directors and provides technica assistance to the Reading
Downtown Working Group (RDWG). The RDWG was established to revitdize downtown
Reading. According tothe2000 U.S. Census, dl 29 geographiesin the city are designated aslow-
or moderate-income area.
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A bank employee serves onthe Board of Directorsand presents small businessworkshopsfor the
Berks County Chamber of Commerce

A bank employee serves on the loan committee for Neighborhood Housing Services of Reading
(NHS). NHS is a non-profit community organization established to provide affordable housing
sarvicesto low- and moderate-income families and individuas in Reeding.

A bank employee providestechnicd assstanceto the Kutztown Universty Smal Business Center,
Kutztown, PA (SBC). The SBC counsds smal businesses within a ten county region in
Pennsylvania, including Berks and Chester countiesin the bank’ s assessment area.

Additional bank officersand employees servein various capacities on boards and committees of numerous
organizations that provide community development services. These organizations include:

Building a Better Boyertown

Center For Leadership

Opportunity House

Reading Downtown Improvement Didtrict and
The Reading Housing Inititive.

Bank Products

Patriot offers products that provide greater access to banking services for low- and moderate-income
customers and smd| businesses. The most noteworthy of these products are:

Patriot offersfree checking to al consumerswho directly depost their payroll or socid security checks
This free checking account has unlimited check writing and no minimum daily baance requirements.
The account provides greater access to banking services for low- and moderate-income consumers.

Patriot offers afree smdl business checking account. For smal businessesthat generate lessthan 200
checks or deposited items per month, there are no monthly service fees and no minimum baance
requirements. The account provides greater access to banking servicesfor smaller busnesses. For a
$3 per month servicefee, smal businesses can add basic commercid on-line banking to their accounts.
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LEHIGH VALLEY ASSESSMENT AREA

DESCRIPTION OF INSTITUTION'SOPERATIONS

Situated in the eastern Pennsylvania area known as the Lehigh Vdley, the Allentown-Bethlehem-Easton
MSA (ABE-MSA) includes Lehigh, Northampton and Carbon Counties. Patriot’s assessment area
includesonly Lehigh County (indluding theaty of Allentown) and Northampton County (which indudesthe
cities of Bethlehem and Easton).

There are 134 geographies in the assessment area, seven of which are low-income and 17 moderate-
income. Of the saven low-income geographies, two are located in the city of Allentown and two are
located inthe city of Bethlehem. Thethree remaining low-income geographies contain no population. Two
are located on the Appaachian Trail and one in Hanover in Northampton County. All of the assessment
area’ smoderate-income geographiesarelocated inthe cities of Allentown (11), Bethlehem (4), and Easton
(2). Just 12% of the assessment aredl s population residesin theselow- and moderate-income geographies

Petriot’ s performance was eva uated in terms of the demographic and business context in which the bank
operates. Accordingtothe FDIC’ s Summary of Deposits, as of June 30, 2002°, therewere 24 depository
indtitutions operating in the Lehigh Valey assessment area. These indtitutions maintained a tota of 210
branches holding $8.0 billion in deposits. Patriot, with eight branches in the assessment area, ranked 11"
with $197 million and 3% of the retail deposit market. Wachovia Bank, NA, holds the largest share of
deposits with 29% of the market.

Patriot’sHM DA - related home mortgage |oanswere compared to the aggregate of al lendersintheLehigh
Valley assessment area reporting red estateloans pursuant to HMDA. Thisdataisreported annudly, and
the most recent year for which information was avallable is 2001, when there were atota of 364 HMDA
reporters. According to the 2001 data, Patriot isthe 30" largest HMDA loanoriginator in the assessment
area with 1% of al such loan originations and purchases. Wachovia Bank ranked 1% with 6% of the
market.

Patriot ranks 17" among small business lenders in the assessment area, with 1% of the market share. GE
Capital Financid, Inc., and Associates Capital Bank, Inc. ranked 1% and 2", with 15% of the market each.
There were atota of 81 small business reportersin the assessment areain 2001.

8

June 30, 2002 is the most recent date for which FDIC deposit datais available.
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ECONOMIC CHARACTERISTICS

The ABE-MSA islocated in eastern Pennsylvania, strategicaly stuated between the cities of Philadelphia
and New York. From 1900 to 1950, the ABE-MSA had adiverse manufacturing economy. During that
time, the population grew steedily, primarily as aresult of the stedl industry in Allentown and Bethlehem.
Following World War 11, middle-classfamilies began moving out and by thelate 1970’ s, thetrandtion from
manufacturing to service employment began to occur. Asaresult of the decreasing industria base, the city
of Allentown has experienced some economic difficultiesover the years, and income and housing measures
within these cities reflect this decline.

Today, the service indudtry isthe ared s largest employer, followed by manufacturing and retail trade.
The areaeconomy continuesto contract, primarily dueto weaknessesin its manufacturing and professond
sarvicesindudtries. However, retall trade is providing an employment boost. Overdl, the manufacturing
industry has had net employment |osses, and the service and finance industrieshave seen growth weaken in
the past year.

Maor employers in Lehigh County include Air Products and Chemicds, Inc., Lehigh Valey Hospita
Center, Agere Systems, Inc., and St. Luke sHospita. In Northampton County, mgjor employersinclude
Lehigh University, Easton Hospita, and Binney and Smith. Although Federd, state, and loca governments
provide employment throughout the area, Northampton County relies more on this source of employment
than Lehigh County, with the county and federd governmentsaswell asloca school digtrictsamong thetop
ten employers.

Banking inthe assessment areaiscompetitive. Super-regiond WachoviaBank hasadominant presencein
the market. Additiondly, severd mid-sze banks including Sovereign Bank and Lafayette Ambassador
Bank are strong competition for Patriot.

In April 2001, the Consumer and Community Affairs Department of the Federd Reserve Bank of

Philade phiapublished areport titled “ Community Profilefor Lenders: Allentown- Bethiehem EsgonM&A”.
Thereport providesinformation and indghtsinto the perceived credit needs and opportunitiesinthe MSA.
Informetion in the report was obtained from interviews and contacts with bankers, community
organizations, and locd government officids. The report also incdludes pertinent demogrgphic and economic
data regarding the cities of Allentown, Bethlehem and Easton, aswell asthe MSA asawhole.

Community leaders indicated that the following credit needs existed in the assessment area: (1) specidized
lending products, particularly affordable mortgage products for firgt-time homebuyers, (2) congtruction
financing for the devel opment of affordable housing; (3) support of local smal businessloan poolsdesigned
to atract smdl busnessesto the city of Allentown; and (4) branch banking servicesinlow- and moderate-
income geographies.
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Theunemployment ratesfor the countiesin the assessment area, aswedl| asratesfor thestateand MSA, are
presented in the following table:

July 2003 July 2002
L ehigh County 5.7 5.7
Northampton County 5.9 5.6
Allentown-Bethlehem-Easton M SA 59 5.8
Pennsylvania 57 5.7

I nformation obtained from contactswith community organi zationsin the assessment areaindicatesthat area
credit needs include loans for resdentia housing (induding firg-home homebuyer |oans and assistance),
smadl business loans, and credit counsdling. The provison of services to nonprofit community groups,
including both monetary ass stance and financia expertise, was noted aswell. One contact aso mentioned
that financid inditutions need to do more to support organizations asssting smal businessesin obtaining
financing.

HOUSING

The Allentown Bethlehem assessment area contains 213,680 housing units, of which 68% are owner-
occupied and 27% rentd units. In low- and moderate-income geographies, the owner-occupancy rateis
41%, whilerenta housing accountsfor 51% of al housing located inthese geographies. Theoverdl owner-
occupancy rate in the ABE-MSA is 68%, and the State is 64%.

Single family units comprise 50% of the housing units, while two-to-four family units comprise 33%, multi-

family units 13%, and mobile homes 3%. The median age of the housing stock is 33 years, compared to a
median age of 43 yearsinthe ABE-MSA, and 34 yearsin the state. Median rent in the assessment areaiis
$451, with 36% of renters paying more than 30% of their income for housing. Median rent in the ABE-

MSA is$449, with 36% of renters paying more than 30% of their incomefor housing. In the state, median
rent is $404, with 37% of renters paying more than 30% of their income for housing.

The median housing value in the assessment arealis $107,178, and there isasignificant disparity between
the median housing vaues in the upper-income ($145,678) and that in moderate-income ($57,388) and
low-income ($59,797) geographies. Of the total owner-occupied housing units in the assessment areg,
50% are valued at less than $100,000 indicating that housing inthe Lehigh Vdley islessaffordablethanin
other eastern metropolitan areas. In the ABE-MSA as awhole, 53% of housing units are valued at less
than $100,000, as compared with 72% statewide.

The percentage of owner-occupied housing units contained within designated geographies is used as a
proxy to estimate demand for residentia mortgage lending within such geographies. Ananadysisof owner-
occupied housing units, compared to the number of total available housing units for each geographic
designation, shows that the mgjority of owner-occupied housing units (69%) are located in the middle-
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income geographies. Just 8% of dl owner-occupied units are located in the assessment area’ s low- and
moderate-income geographies.
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BORROWER INCOME DATA

For purposes of evaluating the distribution of loans to borrowersof different incomelevels, incomeswere
classfied based upon annually adjusted median family income data made available by HUD. According to
1990 Census data, the median family income for the Lehigh Vdley assessment area was $39,536,

compared to $37,523 for the ABE-MSA as awhole, and $34,856 for the state. In 2003, the adjusted
median family income for the ABE-M SA, as reported by HUD, increased to $59,700.

Of thetotd familiesintheLehigh Vdley assessment area, 16% are designated aslow-income and 18% are
moderate-income. A mgority of low- and moderate-income families (82%) live in middlie- and upper-
income geographies.  Just 18% actudly live in the assessment areals low- and moderate-income

geographies.
GEOGRAPHIC BUSINESSDATA

The percentage of businesseslocated within designated geographiesis used asaproxy to estimate demand
for small business credit within such geographies. Inthe Lehigh Valley assessment areg, the percentage of
businesses|ocated inlow- and moderate-income geographiesiswell bel ow the percentage of businessesin
middle- and upper-income geographies. Just 11% of businessesin the assessment areaarelocated in low-
or moderate-incomegeographies. The subgtantid mgority of small businesses (89%) arelocated in midde-
and upper-income geographies.
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The demographics used to assess the performance context in which Patriot operates are detailed in the
following teble:

EXHIBIT 4
Patriot Bank
Assessment Area Demographics
Lehigh Valley Assessment Area

Tract Families by Families < Poverty Level Families by
Distribution Tract Income as % of Families by Tract Family Income
# % # % # % # %
Low-income 7 5 2,506 2 912 36 23,358 16
Moderate-income 17 13 12,270 8 2,107 17 27,168 18
Middle-income 86 64 99,217 68 3,682 4 39,022 27
Upper-income 24 18 33,089 22 519 2 57,534 39
Total Assessment Area 134 100% 147,082 100% 7,220 5 147,082 100%
Housing HOUSING TYPES BY TRACT
Units by Owner-occupied Rental Vacant
Tract # % % # % # %
Low-income 4,238 963 1 23 2,968 70 307 7
Moderate-income 21,988 9,668 7 44 10,389 47 1,931 9
Middle-income 144,772 100,397 69 69 38,346 27 6,029 4
Upper-income 42,682 34,223 23 80 6,888 16 1,571 4
Total Assessment Area 213,680 145,251 100% 68 58,591 27 9,838 5
Businesses by Tract & Revenue Size
Total Businesses by Tract Less Than or Equal to Over $1 Million Revenue Not Reported
$1 Million
# % # % # % # %
Low-income 421 2 373 2 30 1 18 2
Moderate-income 2,263 9 1,945 9 195 10 123 10
Middle-income 15,374 64 13,414 65 1,204 59 756 64
Upper-income 5,927 25 5,036 24 602 30 289 24
Total Assessment Area 23,985 100% 20,768 100% 2,031 100% 1,186 100%
Percentage of Total Businesses: 87 8 5

CONCLUSIONSWITH RESPECT TO PERFORMANCE TESTS

Lending Test

The lending test evaluates an indtitution’ s lending activities based on the following characteridtics:

Geographic didribution of loans, paticulaly loans originaed in low- and moderate-income
geographies;

Borrowers profile, irrespective of geography, particularly distribution of loansto low- and moderate-
income borrowers and small businesses;

Overdl responsvenessto credit needs of highly economicaly disadvantaged geographies, low-income
persons, and very small businesses, and

Community development lending activities.

Performance under the lending test is outstanding in the Lehigh Valey assessment area.
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Geogr aphic Distribution

Ananaysisof the geographic distribution of loanswas conducted in an effort to determine the dispersion of
loans among different geographies within the Lehigh Vdley assessment area. The andysis reflected
excellent penetration throughout the assessment ares, including low- and moderate-income geographies. ?

Home Mortgage Lending

The percentage of owner-occupied housing units contained within desgnated geographies is used as a
proxy to esimate demand for resdentiad mortgage lending within such geographies. A lower leved of
owner-occupied units limits the bank’ s lending opportunities in these geographies. In the Lehigh Valey
assessment area, the vast mgority of owner-occupied housing units (92%) are located in middle- and
upper-income geographies. Only 8% of al owner-occupied unitsarelocated in the assessment aredl slow-
and moderate-income geographies. In comparison, during the period evauated, 15% of Patriot’s home
mortgage loanswere originated inlow- and moderate-income geographies. Bank lending levelsare strong
despite the limited amount of avallable owner-occupied housing in the low- and moderate-income

geographies.
Geographic Distribution in Relation to Market Performance

Patriot’s home mortgage lending was compared to al lenders operating in the Lehigh Valey assessment
area. While 1% of al owner-occupied housing units are located in low-income geographies, 1% of dl

home mortgage |oans madein the assessment areawere made in low-income geographies. By comparison,
2% of Patriot’ shome mortgage loanswere originated in low-income geographies. Aggregate dataindicates
that there were few lending opportunities for any banks operating in these geographies.

Moderate-income geographies contain 7% of al owner-occupied housing units and 5% of dl home
mortgage loans madein the assessment areawere madein moderate-income geographies. By comparison,
13% of Patriot’s home mortgage loans were originated in moderate-income geographies, indicating the
bank performed sgnificantly better than the market in these geographies.

® Theinformation used to eval uate the geographic distribution of the bank’s HMDA lending is detailed in Core Tables 2
through 5in Appendix B. The Core Tablesshow HMDA -related loans originated by the bank in 2001 and 2002, using
demographic data based on 1990 U.S. Census data. During this examination, the geographic distribution of loans
originated in the first two quarters of 2003 was al so reviewed, using demographic data based on the 2000 U.S. Census.
Patriot’s lending performance in 2003 was consistent with its performance in 2001 and 2002 in the Lehigh Valley
assessment area.
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Smdl Business Lending

An andysis of the geographic digtribution of small business |oans was conducted in an effort to determine
the digoerson of these loans among different geographies within the bank's assessment aea.” During the
period evauated, Patriot originated 199 small business|oans, in an aggregate amount of $23.8 million. A
comparison of the number of smal business loans originated in each type of geography to the number of
businesses located in each type of geography demondrates the bank’s commitment to making credit
avalableto its entire community.

Business demographics reveded that there were atota of 23,985 businesses within the assessment area.
Patriot’ s extenson of credit to these businesses shows that |ow-income geographiesreceived 2% of small
business loans, while 2% of smdl busnesses are located in these geographies. Moderate-income
geographies recaived 12% of small business loans, while 9% of small businesses are located in these
geographies. Middle-income geographies received 71% of smdl business loans, while 6% of amdl

businesses are located in these geographies. Upper-income geographies received 16% of small business
loansfor their 24% share of small businesses.

Geographic Distribution in Relation to Market Performance

Patriot’ samd| businesslending was compared to al lendersoperating inthe Lehigh Vdley assessment area
2001 aggregate CRA data shows that while 2% of al businesses are located in low-income geographies,
1% of dl smdl busness loans made in the assessment area were made in low-income geographies.
Comparatively, Patriot originated 2% of its samdl business loansin the low-income geographies. Further,
while 9% of dl busnesses are located in moderate-income geographies, 9% of dl smdl business loans
made in the assessment area were made in moderate-income geographies. Patriot performed better than
the market in these geographies, extending 12% of their smal business loans in moderate-income

geographies.
Distribution of Loansby Borrower Income Level and Revenue Size of the Business

An andysis of HMDA and smdl business lending data was conducted in conjunction with areview of the
demographic and economic characteristics of the assessment area to ascertain the extent of lending to
borrowers of different income levels and to businesses of different sizes.

% Theinformation used to eval uate the bank’ s small business lending is detailed in Core Table 6 in Appendix B.
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Lending to Borrowers of Different Income Levels

Patriot’ s distribution of loans reflects good penetration among retail customers of different incomeleve s
An andysis of the digtribution of home mortgage loans to both low- and moderate-income borrowers, in
comparison to the demographics of the assessment area, shows that of the 147,082 families in the
assessment area, 34% are designated aslow- or moderate-income. During the evaluation period, 27% of
the bank’sHMDA loans were to low- or moderate-income borrowers.

An andysis d the digribution of home mortgage loans to low-income families in comparison to the
demographics of the assessment areashowsthat lending levelsdo not correspond to the percentage of low-
incomefamiliesthat resdein the assessment area. Of the 147,082 familiesin the assessment area, 23,358
(16%0) are designated aslow-income. During the period evauated, 8% of the bank’ SHMDA loanswereto
low-income families.

The bank’ smodest level of penetration isconsdered good given the demographics of the assessment area.
Of the tota families desgnated as low-income, 31% are living below the poverty level and are unlikdly to
qudify for ahomemortgageloan. Ingenerd, the credit needs of thelow-income segment of the population
can be difficult to address through conventiona 1oan products, presenting a Significant obstacle to home
ownership.

Obstacles to home ownership aso exist for moderate-income families; however, Petriot’ s distribution of
loans to moderate-income borrowers, in comparison to the demographics of the assessment areq, is
considered excellent. Of the 147,082 families in the assessment area, 18% are designated as moderate-
income. During the period evauated, 19% of HMDA |oans were to moderate-income families

In an effort to more effectively address the credit needs of low- and moderate-income borrowersin its
assessment aress, Patriot participatesin anumber of innovative and flexible lending programsthat enhance
its home mortgage lending profile. Mogt notably:

Petriot participatesin the Federd Home Loan Bank of Fittsburgh’ s(FHL B) Home Buyers Equity
Fund (HBEF). The HBEF provides down payment and closing cost assistance to low- and
moderate-income homebuyers. For every $1 of funding provided by the participant, the FHLB will
provide $3 in matching grant assistance up to $5,000. To bedigiblefor funding, participants must
complete mandatory pre-homeownership counsding. During the evaudtion period, Patriot
originated twelve mortgages to low- and moderate-income borrowers under this program, using
$46,005 in HBEF funds.

" Theinformation used to evaluate the bank’ s lending to borrowers of different income levelsisdetailed in Core Tables
8 through 10 in Appendix B.
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Petriot offersaCommunity Development Mortgage (CDM). Developed interndly, the purpose of
theloan product isto provide borrowers with the ability to purchase ahome with little or no down
payment. In addition, the product offers flexible underwriting sandards, lower fees, and down
payment assstance. Although the CDM isnot restricted to low- and moderate-income borrowers,
59% of dl loansoriginated under the program have been to low- and moderate-income borrowers,
showing that the CDM product provides greater accessto bank credit tothese borrowers. During
the eva uation period, Patriot originated 27 mortgages under this program, aggregating $2.6 million.

Patriot offers Fannie Mae FHexible 100 and Hexible 97 mortgages for single-family, owner-
occupied principa resdences. The primary benefit of this product is the low down payment
(Hexible 97) or no down payment (Flexible 100) feasture. Although these products are not
restricted to low- or moderate-income borrowers, they serve primarily low- and moderate-income
homebuyers. Theseloansare processed through Fannie Mae Desktop Underwriter (DU). DU has
expanded underwriting flexibility, enabling the bank to originate loans to borrowers who were
origindly outsdeitstraditiona underwriting criteria. During the evauation period, Petriot origineted
16 mortgages under the programs, aggregating $1.7 million.

Patriot has aso partnered with Alliance for Building Communities to provide down payment and closing
cost assistanceto low- and moderate-income homebuyers. ABC providesaffordable housing optionsand
counseling to low- and moderate-income familiesin the Lehigh Vdley.

Borrower Distribution in Relation to Market Performance

Patriot’'s home mortgage lending was compared to al lenders operating in the Lehigh Vdley assessment
area. Anandyssof aggregate HMDA datashowsthat while 16% of dl familiesin the assessment areaare
consdered low-income, just 6% of al home mortgage loans made in the assessment area were made to
low-income borrowers. By comparison, 8% of Patriot’s home mortgage loans were originated to low-
income borrowers.

Inaddition, while 18% of familiesare cond dered moderate-income, 19% of al home mortgageloansmade
in the assessment areawere made to moderate-income borrowers. By comparison, 19% of Patriot’ shome
mortgage |oans were originated to moderate-income borrowers. Overal, Patriot performed above the
market with low-income borrowers, and the same as the market with moderate-income borrowers.
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Lending to Businesses of Different Szes

Anandysisof smdl businesslending datawas conducted to ascertain the extent of lending to businesses of
different sizes, especially small businessss.” Patriot’s distribution of loans reflects excdllent penetration
among business customers of different sizes.

A smadl business is defined as a business with gross annua revenues of $1 million or less and, as such,
Petriot’s smdl busnesslending was analyzed to determine whether |oans were made to small businesses.
The andyss shows that, of the 199 loans originated by the bank, 164, or 82%, were originated to
businesses with gross annud revenues of $1 million or less. In comparison, areview of dl lendersin the
market showsthat just 37% of dl smdl businessloans madein the assessment areawere to businesseswith
gross annud revenues of $1 million or less.

In addition, of the 199 smdll business|oans originated by the bank during the eva uation period, 65% were
extended in an amount of $100,000 or less. The number of smal businessloans originated in amounts of
$100,000 or lessis sgnificant because smdler szeloans are generdly commensurate with the borrowing
needs of smaller businessesand, as such, Patriot’ slending activity demondratesthat the bank ismeeting the
credit needs of smaller businesses.

To enhance its effort to address the credit needs of small busnesses in its assessment areas, Patriot
participates asaU.S. Smal Busness Adminigration (SBA) lender. The bank received SBA’s Preferred
Lender statusin June 2003 and also qudified for the SBAEXpr ess lending program devel oped by the SBA
to increase the number of smdl loans approved by the agency. SBAEXpress leverages private sector
resources by trandferring additiond authority and autonomy to selected SBA lenders and streamlinesthe
processing and costs of smaler, less complex SBA loans. During the period evauated, Patriot has
originated 39 SBA loanstotaing $8 million.

In addition, the bank operates Patriot Commercid Leasing Company, acommercid leasngsubsidiary. The
leasing company provides lease financing to smal businesses for business equipment, office furniture, and
computer sysems. Leasing provides a financing dternative for small businessesin the bank’ s assessment
areas. Asof June 30, 2003, lease financings aggregated $75.6 million.

Community Development Lending

Petriot made a sgnificant level of community development loans in the assessment area. The bank
originated 15 community development loans, totding $1.8 million, for the purchase, refinance, or
improvement of multi-family dwellingslocated inlow- to moderate-income geographies. These multi-famly
dwellings provide affordable rentd housing dternatives to low- and moderate-income individuas while
helping to stabilize the neighborhoods in which they were made.

8 The information used to evaluate lending performanceis detailed in Core Table 11 in Appendix B.
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Investment Test

The invesment test evauates a financid inditution’'s level of qudified investments that serve low- or
moderate-income geographies or individuds, together with the innovativeness and complexity of such
investments. Qudified investments made prior to the previous evauation, which are dill outstanding, are
congdered under thetest. For purposesof CRA, theterm qualified investment has been defined toinclude:
alawful investment; depodt; membership share; or grant; including a donation, or in-kind contribution of
property, that has, asits primary purpose, community devel opment.

Performance under theinvestment test is assessed as high stisfactory inthe Lehigh Vdley assessment area.
Volume of Investment and Grant Activity

A review of invesment activity reveded that Patriot has a ggnificant leve of qudified community
development investments and grantsin the assessment area. Overdl, community development investments
aggregated $1.2 million. Thequdifiedinvestmentsmainly supported affordable housing initiatives, including
a $500,000 investment in a Pennsylvania Housing Finance Agency (PHFA) Single Family Mortgage
Revenue Bond. The bond was issued in a statewide program to support affordable housing for low- and
moderate-incomefamiliesin Pennsylvania. Thisinvesment benefitsal three of the bank’ sassessment aress.
The portion of the investment benefiting the Lehigh Vdley assessment area totaled $167,000.

In addition, Petriot invested $1 million intwo U.S. Department of Housing and Urban Devel opment (HUD)
Section 108 Government Guaranteed Participation Certificates. The certificates represent a fractiona
interest inaTrust sponsored by HUD. The assetsof the Trust consst of notesissued by loca governments
who are digible to receive HUD funds under the Community Development Block Grant (CDBG)
Entitlement Program. The funds must be used for digible community development activitieswhichinclude:
acquiring real property, recongtructing or rehabilitating housing and other property, building public facilities,
providing public servicesfor youth, and other housing rdated activities. Statesmust award at least 70% of
their CDBG funds for activities that benefit low- and moderate-income people. The certificates acquired
benefit the cities of Allentown and Bethlehem.

In addition to qudified investments, the bank made grants and contributions to various loca organizations
that routinely provide community and economic development services that benefit lon- and moderate-
incomeindividuas and geographieswithin itsassessment area. During the period eva uated, the bank made
approximately $36,000 in qudified grants and contributions.
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In context of the bank’ s asset Sze and overal operating capacity, the present quantity (dollar volume) of
invesments is deemed significant. Of the bank’ s total investmentsin the Lehigh Valey assessment areg,
55% supported affordable housing, 24% supported community devel opment services, and 21% supported
economic development. Of thebank’ stota current investments, 38% were attributed to the Lehigh Vdley
assessment area.

Responsivenessto Credit and Community Development Needs

Petriot has demonstrated a good responsiveness to credit and community development needs through the
use of investments to support community development initiatives. About 21% of the dollar amount of the
qudified investments supported economic development in an areawhere unemployment ratesarerising. In
addition, more than hdf of qudified investments support affordable housing in an assessment areawhere
housing is less affordable than in other eastern metropolitan aress.

Service T est

The sarvice test evauates the financid services provided by a financid inditution using the following
characteridtics:

The accesshility of ddivery mechanisms within an assessment areg, including the didribution of an
indtitution’ s branch offices and dternative ddivery mechanisms,

The impact of changes in branch locations upon low- and moderate-income geographies and/or |ow-
and moderate-income persons in the assessment area,

The reasonableness of business hours and services in meeting assessment area needs, and
The extent to which an inditution provides community development services.

Performance under the service test is assessed as high satisfactory in the Lehigh Valley assessment area”™

3 | nformation used to evaluate bank performance under the Service Test is detailed in Core Table 14 in Appendix B.
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Accessibility of Delivery Systems

The bank’s delivery systems are accessible to essentidly al portions of its assessment area. The bank
currently operates eght branches in the Leigh Valey assessment area. The following table details the
locations of the bank’s branches.

Geography Number of Branches Percent Number of ATMs Percent
Low-income 0 0 0 0
Moderate-income 1 13 1 10
Middle-income 5 62 6 60
Upper-income 2 25 3 30
Totals 8 100% 10 100%

In addition, the bank operates ten automated teller machines (ATM) through its 24- hour banking network
linked with the Money Access Card (MAC) system that provides dectronic access to banking services
through a network of ATMs. Eight of the ATMs are maintained at current branch locations. Two
additional ATMs are at remote locations: one in amidde-income geography in Northampton County and
onein an upper-income geography in Lehigh County.

Alternative Retail Banking Services and Alter native M ethods of Delivering Retail Banking
Services

To supplement traditiona banking services, Patriot provides*Online Banking” at Patriotbank.com and”
Connect24” telephone banking service to its customers. “Online Banking” alows customers to check
account balances, make transfers between accounts, pay bills, place stop payments, and apply for certain
loan products using their persond computer. The “Connect 24" telephone banking service dlows
customers to check account balances and make transfers between accounts.

Changesin Branch Locations

Since the previous evauation, Patriot has not opened any new branches or closed any branches in the
Lehigh Valley assessment area. The bank did relocateits Whiteha | branch from 2541 Mickley Avenueto
2545 Mickley Avenue, Whitehdl, Lehigh County, PA.

Reasonableness of Business Hours and Servicesin M eeting Assessment Area Needs

Services, including business hours, do not vary among branch officesin away that inconveniences certain
portions of the assessment area, particularly low- and moderate-income geographies or individuas.

Banking services are offered in a uniform and consstent manner among al branches.

Community Development Services
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Patriot provides an adequate level of community development services in the Lehigh Valey assessment
area. Mogt notably, these include:

A bank officer serves on the board of directors and provides technica assistance to Alliance for
Building Communities (ABC). ABC'sactivitiesinclude deve oping and managing affordable rental
housing for low-incomefamiliesand seniors; linking familieswith homeownership opportunities and
providing consulting services to housing authorities and other nonprofit organizations.

A bank mortgage lender routindy provides fird-time homebuyerswith pre- purchase counsdingin

connection with Patriot’s participation in the Federd Home Loan Bank of Fittsburgh’'s Home
Buyers Equity Fund.

Additional bank officersand employees servein various capacities on boards and committees of numerous
community development organizations. These organizations include:

Northampton Chamber of Commerce
Lehigh Vdley Chamber of Commerce
Springford Chamber of Commerce

Second Mile Mission Center and

Lehigh Valey Economic Women's Council.

Bank Products

Petriot offersfree checking to dl consumerswho directly deposit their payroll or socia security chedks
This free checking account has unlimited check writing and no minimum daily balance requirements.
The account provides greater access to banking services for low- and moderate-income consumers.

Petriot offers afree smdl business checking account. For small businessesthat generate lessthan 200
checks or deposited items per month, there are no monthly service fees and no minimum baance
requirements. The account provides grester access to banking servicesfor smaler businesses. For a
$3 per month service fee, a business can add basic commercid on-line banking.
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CHESMONT ASSESSMENT AREA

DESCRIPTION OF INSTITUTION'SOPERATIONS

The Pennsylvania portion of the Philadelphia PA-NJ MSA includes Philade phia, Montgomery, Bucks,
Delaware and Chester counties. Patriot’ sassessment areaiincludes only Chester and Montgomery counties
in the western part of the MSA, adjacent to Berks County.

Thereare 314 geographiesin the assessment area, eight of which arelow-income and 16 moderate-income
Seven of thelow-income geographiesinclude those with Graterford Prison, Pennhurst State Hospita, and
West Chester University. These geographies havelittle or no population and no median income reported.
The one remaining low-income geography islocated in the city of Coatesville in western Chester County.
Less than 1% of the assessment ared’ s population resides in the low-income geographies.

Of the 16 moderate-income geographies, eight are located in western Chester County in Oxford,
Coatesville, Avondde, West Nottingham, and West Chester.  Eight additiona moderate-income
geographies are in Montgomery County in Pottstown, Norristown, and Conshohocken. Just 4% of the
assessment aread’ s population resides in these moderate-income geographies.

Patriot’ s performance was evauated in terms of the demographic and busi ness context in which the bank
operates. Accordingtothe FDIC' s Summary of Deposits, asof June 30, 2002", therewere 64 depository
ingtitutions operating in the ChesMont assessment area. Theseinditutionsmaintained atota of 533 branches
holding $19.9 billionin deposits. Patriot, with three branchesin the assessment area, ranked 27" with $168
million, lessthan 1% of the retail deposit market share. WachoviaBank, NA, and PNC Bank, NA, hold
the largest market shares with 15% and 10% each, respectively.

Patriot’sHM DA - rel ated home mortgage | oanswere compared to the aggregate of al lendersinthe market
reporting rea estate loans pursuant to HMDA. Thisdatais reported annualy and the most recent year for
which information was availableis 2001. Patriot isnot amagor mortgage originator inthe area. The bank
was ranked 59" with less than 1% of market share out of atotal of 544 HMDA reporters. The market is
highly competitive with no one financia inditution dominating the market.

Regarding small business|ending, Patriot ranks41% in the assessment areawith lessthan 1% of the market.
GE Capitd Financid, Inc., Associates Capital Bank, Inc., American Express Centurion and MBNA
America(Delaware), N.A. ranked 1% through 4™, with 12% of themarket esch. Therewereatotal of 150
small business reportersin the assessment areain 2001.

14

June 30, 2002 is the most recent date for which FDIC deposit datais available.
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ECONOMIC CHARACTERISTICS

The economy of the PhiladelphiaMSA isincreasangly diverse, and not solely dependent on any one mgjor
industry or employer. The largest private-sector employers in Montgomery County include Merck and
Company, Abington Memorid Hospitd, Aetna Life Insurance Company, Smith Kline Beecham Corp., and
Lockheed Martin Corp. In Chester County, the largest employers include The Vanguard Group of
Investors, QVC, Inc., Wyeth-Ayerst Pharmaceuticals, and The Devereux Foundation. The banking
environment in which Petriot operates is highly competitive and dominated by large regond banking
organizations, mortgage companies and aggressive community banks.

Benchmark employment data indicates that the recession has largely bypassed the metropolitan area.
Although there has been contractionin somepayralls, overdl the M SA’ slabor force has continued to grow
during the current downturn due to further expansion in the hedlthcare and education indudtries. Business
sarvices, manufacturing, and transportation are noting some declines.

The assessment aredl s unemployment rate is lower than the M SA asawhole, aswell asthe state average,
with Chester County faring the best.  The unemployment rates for the ChesMont assessment area are
presented in the following table:

July 2003 July 2002
Montgomery County 45 4.7
Chester County 4.2 42
Philadel phia-M SA 5.9 6.0
Pennsylvania 57 5.7

In October 2000, the Consumer and Community Affairs Department of the Federal Reserve Bank of
Philadelphia published a report titled Community Profile for Lenders. Bucks, Chester, Delaware,
Montgomery and Philadephia Counties. The report provides information and insights into the perceived
credit needs and opportunitiesin Pennsylvania portion of the PhiladelphiaMSA. Information in the report
was obtained from interviews and contacts with bankers, community organizations, and local government
officids.  The report aso includes pertinent demographic and economic data regarding the city of
Philadelphia

In the report, community leaders indicated the following when asked banking needs existed in he
assessment area: (1) checking and savings accounts priced for low- and moderate-incomefamilies (2) firg-
time homebuyer loan programs for low- and moderate-income families; (3) operationd funding for area
non-profits and community development organizations, (4) short- and long-term financing for larger
affordable housing projects, and (5) support of commercid red edtate development in the city of
Philadelphia s poorer neighborhoods.
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HOUSING

The Philade phia assessment area contains 405,453 housing units, of which 70% are owner-occupied and
26% rentd units. In low~ and moderate-income geographies, thelevd of owner-occupancy is45%, while
rental units account for 48% of al housing. The overal owner-occupancy ratein the PhiladephiaMSA is
65%, and the state is 64%.

Singlefamily units comprise 57% of the housing units, while two-to-four family units comprise 24%, multi-
family units 17%, and mobile homes 2%. The median age of the housing stock is 28 years, compared to a
median age of 42 yearsin the Philade phiaM SA, and 34 yearsin the state. Median rent in the assessment
areais $602, with 34% of renters paying more than 30% of their income for housing. Median rent in the
PhiladelphiaM SA is $515, with 41% of renters paying more than 30% of their incomefor housng. Inthe
state, median rent is $404, with 37% of renters paying more than 30% of their income for housing.

The median housing value in the assessment areais $161,427, and there is asignificant disparity between
the median housing vaues in the upper-income ($195,195) and that in moderate-income ($72,854) and
low-income ($60,400) geographies. Of thetotal owner-occupied housing units, just 21% arevaued & less
than $100,000, indicating that housing in the ChesMont assessment areais less affordable than in other
eastern metropolitan areas. In the PhiladelphiaM SA as awhole, 51% of housing units are valued at less
than $100,000, as compared with 72% statewide.

The percentage of owner-occupied housing units contained within designated geographies is used as a
proxy to estimate demand for residentia mortgage lending within such geographies. Anandysisof owner-
occupied housing units, compared to the number of totd available housing units for each geographic
desgnation, shows that the mgority of owner-occupied housing units (59%) are located in the upper-
income geographies. Just 3% of al owner-occupied units are located in the assessment area’ s low- and
moderate-income geographies.

MEDIAN FAMILY INCOME

For purposes of evauating the digtribution of loansto borrowers of different income levels, incomes were
classfied based upon annually adjusted median family income data made available by HUD. According to
1990 Census data, the median family income for the ChesM ont assessment areawas $55,337, compared
to $41,908 for the PhiladelphiaM SA asawhole, and $34,856 for the state. 1n 2003, the adjusted median
family income for the Philadelphia M SA, as reported by HUD, increased to $68,200.

Of the totd families in the ChesMiont assessment area, 10% are designated as low-income and 15% are
moderate-income. A vast mgority of low- and moderate-incomefamilies (91%) livein middie- and upper-
income geographies. Just 9% actudly liveinlow- and moderate-income geographies. Familieslivingbdow
the poverty leve represent 3% of the total familiesin the assessment area. In both the PhiladephiaM SA
and the gate, 8% of families live below the poverty levd.
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GEOGRAPHIC BUSINESS DATA

The percentage of businesses|ocated within designated geographiesis used asaproxy to estimate demand
for samal busness credit within such geographies. According to Dun and Braddstreet, 4% of businessesinthe
ChesMont assessment area are located in the moderate-income geographies, and less than 1% in low-
income geographies. The substantid mgority of busnesses are located in middle- and upper-income

geographies.

The demographics used to assess the performance context in which Patriot operates are detailed in the

following teble:

EXHIBIT 5

Patriot Bank
Asses